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KEY ECONOMIC INDICATORS 


In millions of U.S. dollars unless otherwise noted 


1984 1985 


Domestic Econom 
Population fiacnainnanet 83.3 85.3 


Population growth (%) 1.0 2.4 

GDP in current dollars 73.2 $2.0 

Per Capita GDP, current dollars 878.7 961.3 

GDP in local currency $% change 6.0 1.9 
(1977 base) 

Consumer Price Index % change 222 3.5 


Production and Employment 
Labor force (1,000's) 2/ 38.7 39.0 


Unemployment (avg. %/yr) a/ 21.0 
Manufacturing production(local cur- 
rency, 1977 base) % change -1.0 

Govt. oper. surplus as % of GDP -10 


Balance of Payments 
Exports (F.0O.B.) 


Imports (C.I1.F.) 

Trade balance 

Services (net) 

Current account balance 
Foreign direct investment (new) 
Foreign debt (year-end) 

Debt service paid 

Debt service ratio as % of 

merchandise exports 
Net Foreign exchg reserves (year-end) 
Avg. exchange rate for year 
(EC$ = US$1.00) 


U.S.-Dominica Trade 
U.S. exports to Dominica (F.O.B.) 14.0 
U.S. imports from Dominica (C.I.F.) 14.8 
Trade balance -U.%& 
U.S. share of Dominican exports (%) 49.6 
U.S. share of Dominican imports (%) 2 25.3 
U.S. bilateral economic aid 14.8 


Principal U.S. exports (1986): Foodstuffs, general 
merchandise. 


Principal U.S. imports (1986): Elevator equipment, cocoa, 
garments, electronic components. 

Sources: Eastern Caribbean Central Bank, International 
Monetary Fund. 


a/ Estimate 





SUMMARY* 


The Dominican economy rebounded in 1986 when it achieved 4 
percent real GDP growth. The agricultural sector -- primarily 
the production of bananas -- led the way with real growth of 
10.8 percent. Production in Dominica's small manufacturing 
sector increased by only 3 percent, down from an impressive 
13.9 percent rate of growth in 1985. Output in the services 
sector expanded by 4.4 percent. In the external sector, a 
significant contraction of the trade deficit led to a current 
account surplus of $8.1 million, reversing the current account 
deficit of over $3 million generated in 1985. As a result 


Dominica recorded a balance-of-payments surplus last year that 
amounted to 6.3 percent of GDP. 


The Government of Dominica is committed to private sector 
growth. It is implementing a structural adjustment program 
with the IMF, World Bank, and other donors which entails the 
improvement of incentives for investment and export and 
enhancing the efficiency of government operations. In part 
because of the program, real GDP in 1987 expanded by 5 percent 
(according to preliminary estimates). 


The United States was Dominica's second most important trade 
partner in 1986 when transactions between the two countries 
totaled $16.8 million. Dominica strongly encourages foreign 
investment in its economy, and several American subsidiaries 
now operate on the island. Dominica is eligible for trade 
benefits under the Lome Convention and the Caribbean Basin 
Initiative. Dominica has also signed a Tax Information 
Exchange Agreement with the United States through which 
investors will be eligible for Section 936 (IRS code) 
investment funds generated in Puerto Rico. 


PART A -- CURRENT ECONOMIC SITUATION AND TRENDS 
ECONOMIC GROWTH 


The rate of real GDP growth in Dominica rebounded to 4 percent 
in 1986, following a disappointing 1.9 percent in 1985. Gross 
domestic product at current prices expanded to $90.2 million in 
1986. 


*This report was prepared in December 1987. 





Agriculture: Production in agriculture, Dominica's principal 
economic sector, increased by 10.8 percent in 1986, following a 
decline of 2.5 percent the previous year. ‘The sharp turnaround 
in agricultural output was brought about in large part because 
of buoyant banana production. Production of this fruit -- 
Dominica's primary food commodity -- increased by 43 percent to 
55,388 tons. Improved husbandry techniques and field packing 
of the entire crop (to alleviate spoilage) accounted for the 
significantly larger harvest. Meanwhile, production of 
grapefruit and coconuts increased by 42.3 percent and 31.7 
percent, respectively. All told, agriculture accounted for 
29.4 percent of GDP in 1986. 


Manufacturing: Production in the manufacturing sector slowed 
in 1986 to 3 percent, following a significant expansion of 14 
percent in 1985. Soap, by far the country's leading 
manufactured product, registered a meager increase in output of 
1.2 percent, following expansion of 43 percent in 1985. 
Production of galvanized metal sheets doubled in 1986, and 
output of candles, spring water, and refined coconut oil also 
increased. Manufacturing accounted for 8.8 percent of GDP in 
1986. 


Services: The services sector performed well on the whole, 
with real growth of 4.4 percent in 1986; it registered growth 
of 2.1 percent the previous year. Communications and 
wholesale/retail trade led the way; both achieved growth of & 
percent. Earnings from the restaurant subsector increased by 
33 percent, reflecting a jump in stay-over visitors to 
Dominica. Finally, government services, which accounted for 21] 
percent of total GDP, grew by only 1 percent -- 1.5 percentage 
points lower than the figure for 1985. 


BALANCE OF PAYMENTS 


Current Account: Dominica's balance of payments improved 
Significantly in 1986, mainly because of record-setting 
earnings from export of bananas. Shipments of this fruit 
fetched $24.5 million -- 85.2 percent more than in 1985. 
Increased production volumes and a large increase in unit price 
(22 percent), brought about by favorable exchange rate movement 
of the pound sterling (most Dominican bananas are exported to 
Britain), accounted for this. Dominica's second most important 
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export commodity, soap, had a more disappointing year -- it 
earned but $7.2 million, only 0.7 percent more than in 1985. 
Price reductions accounted for the stagnation in revenue -- the 
volume exported rose by 3.3 percent. Still, the banana-led 
surge in export earnings, juxtaposed with virtually zero growth 
in imports, reduced Dominica's trade deficit by more than 50 
percent. Export earnings came to $42.3 million; the import 
bill was $55.7 million. 


In the services account, earnings from tourism rose by a modest 
3.3 percent to $7.6 million, despite an increase of 14 percent 
in stay-over visitors. The number of tourists who used hotel 
accommodations fell by 15 percent; those who stayed in private 
homes rose by 40 percent. Meanwhile, net private and official 
transfers remained relatively high, at $6.4 million and $13.1 
million, respectively. All told, the current account woved 
from a deficit of $3.4 million to a surplus of $8.1 million. 


Capital Account: Dominica experienced a decline in capital 
flows in 1986. Public sector loans remained constant at $3.3 
million, but private direct investment tailed off to $1.1 
million from $1.8 million. At the same time, commercial banks 
reported an outflow of $2.8 million, an increase of 261 percent 
from 1985. In the end, the capital account surplus declined to 
$1.7 million from $4.3 million in 1985. The overall balance of 
payments moved from a deficit of slightly less than $1 million 
to a surplus of $5.7 million. 


GOVERNMENT FINANCE 


Current Budget: Public finances in Dominica improved in FY 
1985/86 (beginning July 1) during which the government 
registered a surplus of $1.2 million on current operations. 
(The current budget was virtually revenue-neutral in FY 
1984/85.) Current revenue totaled $31.2 million; expenditures 
came to $30 million. The government strove to contain current 
expenditures during the fiscal year. Wages and salaries -- 5% 
percent of expenditures -- rose only slightly in proportionate 
terms from 16.7 percent of GDP in FY 1984/85 to 17 percent. 
Expenditures on goods and services increased marginally from 
5.1 to 5.2 percent of GDP. Proportionately, outlays on 
transfers and public debt charges declined slightly. All told, 
current. expenditures fell marginally from 29.4 to 29.3 percent 
of GDP. 
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By contrast, current revenue as a percentage of GDP rose from 
29.5 to 30.5 percent. Most of this resulted from an increase 
in tax revenue, which accounted for 9U percent of the budget. 
Two new import taxes -- a stamp duty and a customs service 
charge -- together yielded an additional $2.7 million during FY 
1985/86. 


Capital Projects: The capital budget -- Public Sector 
Investment Program (PSIP) -- aims to develop the island's 
infrastructure and to facilitate private production. the PSIP 
totaled $16.4 million in FY 1985/86 and covered projects in 
agricultural diversification, energy development, and expansion 
of industry. Virtually all of the PSIP must be funded by 
foreign donors. 


MONEY AND PRICES 


The supply of monetary resources in the banking system 
increased sharply in 1986, reflecting in part the expansion in 
export earnings, but also virtual stagnation in domestic 
credit. The money supply (Ml and M2) increased by 19 percent 
to $66.1 million, but domestic credit remained at the same 
level -- $49.1 million -- as in 1985. (The leading 
credit-receiving sectors continued to be consumption-oriented 
households and distributive trades with 26.9 percent and 21.2 
percent, respectively of commercial banks' disbursements.) ‘rhe 
significant monetary accumulation exerted downward pressure on 
interest rates: for example, minimum rates on savings deposits 
with 3 and 6 month maturities fell by 1.5 percentage points to 
3.5 percent. 


Dominica's inflation rate, as measured by the consumer price 
index, rose by 3 percent, as opposed to 3.5 percent in 1985. 
The most significant movement occurred in the clothing and 
footwear category where prices rose on average by 10.3 percent. 


ECONOMIC OUTLOOK 


The Government of Dominica believes the private sector is the 
principal source of growth for the economy and has promulgated 
appropriate policies. In November 1986 the government agreed 
to a 3-year structural adjustment program designed by the IMF 
and World Bank. The program is supported by other donors, such 
as the Caribbean Development Bank and USAID, which coordinate 
as a “tight consultative group." Under the terms ot the 
program, Dominica agreed to a series of reforms intended to 
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improve incentives for investment and exports, to enhance the 
efficiency of government operations, and to diversify the 
agricultural sector away from the historic predominance of 
bananas. In part because of the reform package (which included 
approximately $7 million in assistance in the first year), as 
well as record levels of banana production (61,0UU tons), real 
GDP in 1987 is tentatively estimated to have expanded by 5 
percent. 


Despite the encouraging GDP performance in 1986 and that 
estimated for 1987, Dominica confronts real obstacles to 
sustained growth. Its rugged terrain and coastline and lack of 
an international class airport mitigate against development of 
a large-scale tourism industry. ‘the same factors also hinder 
the government's efforts to attract vitally needed toreign 
investment. Moreover, the agricultural economy remains 
vulnerable to weather conditions and external economic 
circumstances. For example, Dominica (and some of its other 
Caribbean neighbors) may lose its protected banana market in 
Great Britain in 1992, hence the strong need for diversi- 
fication in agriculture. 


PART B -- IMPLICATIONS FOR THE UNITED STATES 


TRADE 


Dominica and the United States enjoy close economic ties. ‘the 
United States is Dominica's second most important trade partner 
(trailing Great Britain); trade between the two countries came 
to $32 million in 1986 ($15.8 million in U.S. exports, $16.2 
million in U.S. imports) -- 33 percent of Dominica's total 
trade. The leading product categories for American exports in 
1986 were foodstuffs and general merchandise. Given the 
proximity of the United States and Dominica, their warm 
political ties, and extensive American economic assistance, 
strong commercial relations between Dominica and the United 
States should continue. American exporters seeking 
opportunities in Dominica should contact: 


Mr. Charles A. Maynard, Minister 

Ministry of Agriculture, Trade Industry, and ‘Tourism 
Roseau, Dominica 

Phone: (809) 448-2401. 





FOREIGN INVESTMENT 


The Government of Dominica actively encourages private foreign 
investment, which it views as a major contributor to the 
country's development. The government's investment promotion 
body (the Industrial Development Corporation) is one of the 
most effective in the region. The government offers a variety 
of incentives for investors, including tax holidays and 
duty-free import privileges. Investors will find a productive 
work force available for comparatively low wages. In addition, 
Dominica benefits from the trade promotion provisions of the 
Caribbean Basin Initiative (CBI) and Lome Convention, i.e., 
duty-free entry for many products into the United States and 
Europe, respectively. Moreover, the government recently 
concluded a Tax Information Exchange Agreement with the United 
States through which Dominica will be eligible for Section 936 
(IRS code) twin plant investment funds generated in Puerto 
Rico. As a result, a small number of foreign tirms have 
commenced operations in Dominica over the past few years, along 
them Silver Star, Inc. (garments) from Korea, and Windward 
Island Aloe (skin cadre oil) from the United States. Currently, 
best prospect areas for investment in Dominica include 
agribusiness and basic manufacturing. Companies interested in, 
investment opportunities in Dominica should contact: ~~ 


Mr. W. Ken Alleyne 

General Manager 

Industrial Development Corporation 
Roseau, Dominica 

Phone: (809) 448-2760. 


In addition, the U.S. Government-E£unded High. Impact... 
Agricultural Marketing Program (HIAMP) offers. venture capital 


for nontraditional, expert-oriented investments in agribusiness .. 


and fisheries in the eastern Caribbean, including Dominica. 
Interested parties should contact: 


Mr. Michael Julien, Director 
HIAMP 

P.O. Box 1271 

Bridgetown, Barbados 

Phone: (809) 436-9916 

Telex: 2636 HIAMP WA. 





